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Telephone Number. * 
*** ********** 

Refer Reply to: **  * *** ***  **** 

 ate: APR 7 1994 

Employer I d e n t i f i c a t i o n  Kumber: ********** 
Key District: ******   

Dear Appl icant :  

W e  have cons ide red  you r  a p p l i c a t i o n  fo r  exemption f r o n  
F e d e r a l  income t a x  under s e c t i o n  501 ( c )  ( 3 )  of t h e  I n t e r n a l  
Revenue Code. 

The in forma***  ******  d i n d i c a t e s  t h a t  you were 
i n c o r p o r a t e d  on * * *  * *  ****. Your purposes a s  s t a t e d  i n  your 
a r t i c l e s  of i nco rpo ra t i on  a r e  t o  teach and promote a p p l i e d  
s p i r i t u a l i t y  t o  t h e  gene ra l  pub l i c .  

In your  a p p l i c a t i o n  f o r  exemption, you s t a t e  t h a t  y o u r  
purpose  is  t o  t e a c h  and promote appl ied  s p i r i t u a l i t y ,  p u t t i n g  
i n t o  p r a c t i c a l  u s e  t h e  p e r e n n i a l  t e a c h i n g s  from many s o u r c e s  and 
r e 1  i g i o n s ,  with s p e c i a l  emphasis on t h e  C h r i s t i a n  t e a c h i n g  of **
******  * * ******  .  T h i s  w i l l  be accomplished th rough  t h e  
f o l  lowing  a c t i v i t i e s :  ( A )  R i t u a l ,  ( B )  I n s t r u c t i o n ,  ( C )  
P i l g r i m a g e s  and Tours  of Sacred S i t e s ,  ( D )  Var ious  Hea l ing  
M o d a l i t i e s .  

You s t a t e  t h a t  you a c t i v e l y  demijnstrate and i n s t r u c t  the 
p r i n c i p l e s  of a p p l i e d  s p i r i t u a l l y  i n  a l l  a s p e c t s  o f  i ts  life. 
I n  a d d i t i o n ,  r i t u a l s  and c e l e b r a t i o n s  a r e  being e s t a b l i s h e d  t o  
c e l e b r a t e  marr iages ,  f u n e r a l s ,  b i r t h s  and  o the r  l i f e  passages .  
The purpose of t h e  r i t u a l s  is t o  enhance the  r e c o g n i t i o n  and  
a p p l i c a t i o n  of s p i r i t u a l  v a l u e s  i n  a l l  a s p e c t s  of l i f e .  These 
r i t u a l s  a c t i v i t i e s  a r e  conducted a t  weekly s e r v i c e s  which axe 
h e l d  in the p r i v a t e  home o f  two of your d i r e c t o r s .  You o f f e r  
s p i r i t u a l  i n s t r u c t i o n  i n  s e v e r a l  formats ,  i n c l u d i n g  s tudy  groups,  
l e c t u r e s ,  and semina r s  open t o  t h e  p u b l i c .  

You s t a t e  t h a t  you a r e  a  church and/or  a  r e l i g i o u s  
o r g a n i z a t i o n .  I n  t h i s  connec t ion ,  you s t a t e  t h a t  your code or 
d o c t r i n e  c o n s i s t s  of  ** ****** * * ******   which is comprised of 
t h r e e  books. Your form of  worship c o n s i s t s  of a  F r iday  evening 
s e r v i c e  which is r e f e r r e d  t o  a s  a s tudy group. You do n o t  have 
members a n d  everyone is welcome t o  your s e r v i c e s  **** *** ship 
s e r v i c e s  are c u r r e n t l y  conducted a t  t h e  home of **** *****  and 
*****  * * * * ,  husband and wife .  
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F e e s  f o r  y o u r  v a r i o u s  e d u c a t i o n a l  e v e n t s  a r e  d e t e r m i n e d  by 
t h e  p r e s e n t o r ,  t h e  f a c i l i t y  , and t h e  promotion.  Evening e v e n t s  
a r e  t y p i c a l l y  $*****  day-long e v e n t s  $****  . Books and t a p e s  
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t o  E u r o p e ,  a l l  expenses  p a i d ,  r ange  from $****  *****   Groups 
a r e  u s u a l l y  e i g h t  peop le ,  and p r i c e d  t o  c o v e r  e x p e n s e s  p l u s  a  
p r o f  it o f  $ * *  per pe r son  per day.  

Y o u  s t a t e  t h a t  you w e r e  fo rmer ly  a p r o p r i e t o r s h i p  of ***   
***** . The a c t i v i t i e s  o f  t h e  p r o p r i e t o r s h i p  were t h a t  of a 
c h u r c h ,  t e a c h i n g  a p p l i e d  s p i r i t u a l i t y .  You were r e o r g a n i z e d  a s  a  
n o n p r o f i t  o r g a n i z a t i o n  t o  r e f l e c t  an expans ion  i n  s c o p e ,  b u t  ve ry  
l i t t 1 . e  i n  o u t l o o k .  

Your d i r e c t o r s  a r e  **** ***** , *********** , and * * * * *  
* * * * * *  .  * * * * *****  and * * * * *  * * * *  a r e  a l s o  y o u r  m i n i s t e r s  
a n d  o f f i c e r s  a n d  r e c e i v e  compensat ion  f o r  s e r v i c e s  i n  t h o s e  
c a p a c i t i e s .  

Your a n t i c i p a t e d  f i n a n c i a l  s u p p o r t  w i l l  come from t h e s e  
s o u r c e s  : 1. D o n a t i o n s  made d u r i n g  i n s t r u c t i o n a l  e v e n t s .  2 .  
P r o f  its from p i l g r i m a g e s  and t o u r s .  Prof  its from t h e  s a l e  of 
materials,  book ,  and t a p e s .  4 .  Donat ions  and o f f e r i n g s .  

Your proposed budge t s  i n d i c a t e  t h a t  you a n t i c i p a t e  r e c e i v i n g  
m o s t  o f  your iricome from s t u d y  groups ,  s e m i n a r s ,  books  and t a p e s ,  
a n d  p i l g r i m a g e s .  

S e c t i o n  5 0 1 ( c )  ( 3 )  of t h e  Code p r o v i d e s  f o r  t h e  exempt ion  
f r o m  F e d e r a l  income t a x  o f  o r g a n i z a t i c n s  o r g a n i z e d  and o p e r a t e d  
e x c l u s i v e l y  f o r  e d u c a t i o n a l  and r e l i g i o u s  p u r p o s e s  i f  no  p a r t  o f  
t h e  n e t  e a r n i n g s  i n u r e s  t o  t h e  b e n e f i t  of any p r i v a t e  s h a r e h o l d e r  
o r  i n d i v i d u a l .  

S e c t i o n  1 . 5 0 1  ( a )  -1 (c) of  t h e  Income Tax R e g u l a t i o n s  p r o v i d e s  
t h a t  t h e  words " p r i v a t e  s h a r e h o l d e r  o r  i n d i v i d u a l "  i n  s e c t i o n  501 
r e f e r  t o  p e r s o n s  having a  p e r s o n a l  and p r i v a t e  i n t e r e s t  i n  t h e  
a c t i v i t i e s  of t h e  o r g a n i z a t i o n .  

s e c t i o n  1 . 5 0 1 ( c )  ( 3 )  -1 ( d )  (1) (ii) o f  t h e  r e g u l a t i o n s  p r o v i d e s  
t h a t  a n  o r g a n i z a t i o n  is n o t  o rgan ized  or  o p e r a t e d  e x c l u s i v e l y  f o r  
o n e  o r  more o f  t h e  p u r p o s e s  s p e c i f i e d  i n  s e c t i o n  5 0 1  (c) ( 3 )  u n l e s s  
it serves a  p u b l i c  r a t h e r  t h a n  a  p r i v a t e  i n t e r e s t .  Thus,  t o  meet 
t h e  r e q u i r e m e n t s  of t h i s  s u b d i v i s i o n ,  it is n e c e s s a r y  f o r  a n  
o r g a n i z a t i o n  t o  e s t a b l i s h  t h a t  it is n o t  o r g a n i z e d  o r  o p e r a t e d  
f o r  t h e  b e n e f i t  of p r i v a t e  i n t e r e s t s  s u c h  a s  d e s i g n a t e d  
i n d i v i . d u a l s ,  the  c r e a t o r  o r  h i s  f a m i l y ,  s h a r e h o l d e r s  o f  t h e  
o r g a n i z a t i o n ,  Dr persons  c o n t r o l l e d ,  d i r e c t l y  o r  i n d i r e c t l y ,  by 
s u c h  p r i v a t e  in teres ts .  



" - . 

3  
* * *  * * * *   

S e c t i o n  1 .501  (c) ( 3 )  -1 ( e )  (1) of  t h e  r e g u l a t i o n s  p r o v i d e s  t h a t  
an  o r g a n i z a t i o n  may m e e t  t h e  r e q u i r e m e q t ~  nF cop* i o n  501 (c) ( 3 )  
a l t h o u g h  it o p e r a t e s  a t r a d e  or  b u s i n e s s  a s  a s u b s t a n t i a l  p a r t  o f  
i t s  a c t i v i t i e s ,  if t h e  o p e r a t i o n  of such  t r a d e  o r  b u s i n e s s  is i n  
f u r t h e r a n c e  o f  t h e  o r g a n i z a t i o n  s exempt p u r p o s e  o r  p u r p o s e s  a n d  
i f  t h e  o r g a n i z a t i o n  is n o t  o r g a n i z e d  o r  o p e r a t e d  f o r  t h e  p r i m a r y  
---r.*pe ,-,,--e cf czrryiz.7 cn .?n r ~ n r e l a t e d  t r a d e  o r  b u s i n e s s  a s  d e f i n e d  
i n  s e c t i o n  513.  I n  d e t e r m i n i n g  t h e  e x i s t e n c e  or  n o n e x i s t e n c e  o f  
s u c h  p r i m a r y  pu rpose ,  a l l  t h e  c i r c u m s t a n c e s  must  b e  c o n s i d e r e d ,  
i n c l u d i n g  t h e  s i z e  and e x t e n t  o f  t h e  t r a d e  o r  b u s i n e s s  a n d  t h e  
s i z e  a n d  e x t e n t  o f  t h e  a c t i v i t i e s  which a r e  i n  f u r t h e r a n c e  of o n e  
o r  m o r e  exempt p u r p o s e s ,  

R e v .  Rul. 69-266, 1969-1 C.B. 151, i n v o i v e d  a n  o r g a n i z a t i o n  
formed and c o n t r o l l e d  b y  a  p h y s i c i a n  engaged i n  t h e  p r a c t i c e  o f  
m e d i c i n e  who t r a n s f e r r e d  a s s e t s  i n c l u d i n g  h i s  m e d i c a l  p r a c t i c e  t o  
t h e  o r g a n i z a t i o n .  The p h y s i c i a n  was then  " h i r e d "  t o  c o n d u c t  
" r e s e a r c h  p r o g r a m s u  t h a t  c o n s i s t e d  o f  t h e  e x a m i n a t i o n  and  
t r e a t m e n t  o f  p a t i e n t s .  The o r g a n i z a t i o n  c h a r g e d  t h e  p a t i e n t s  t he  
p r e v a i l i n g  f e e s  f o r  services r e n d e r e d .  I n  r e t u r n  f o r  h i s  
s e r v i c e s ,  t h e  d o c t o r  r e c e i v e d  a s a l a r y  and o t h e r  b e n e f i t s .  The 
r e v e n u e  r u l i n g  c o n c l u d e d  t h a t  t h e  o r g a n i z a t i o n  was o p e r a t e d  by 
t h e  d o c t o r  t o  r e d u c e  h i s  F e d e r a l  income t a x  l i a b i l i t y  r a t h e r  t h a n  
to a c h i e v e  a n y  exempt p u r p o s e  s p e c i f i e d  i n  s e c t i o n  501 (c)  ( 3 )  . 
The r e v e n u e  r u l i n g  f u r t h e r  c o n c l u d e d  t h a t  the o r g a n i z a t i o n ' s  
p r i m a r y  f u n c t i o n  was t o  s e r v e  t h e  p r i v a t e  i n t e r e s t  of its c r e a t o r  
r a t h e r  than a p u b l i c  i n t e r e s t ,  and t h e r e f o r e ,  it was n o t  e n t i t l e d  
t o  exempt ion  under  s e c t i o n  5 0 1 ( c )  ( 3 )  of t h e  Code. 

T h e  i n f o r m a t i o n  y o u  have  s u b m i t t e d  i n d i c a t e s  that you a r e  a 
s u c c e s s o r  t o  a  s o l e  p r o p r i e t o r s h i p  a n d  are c a r r y i n g  o n  
e s s e n t i a l l y  t h e  same a c t i v i t i e s  a s  t h a t  o r g a n i z a t i . o n .  You have 
no  members a n d  y o u r  management, f i n a n c e s ,  a n d  o t h e r  a f f a i r s  a r e  
c o n t r o l l e d  b y  your  t h r e e  d i r e c t o r s .  Your d i r e c t o r s  d e t e r m i n e  t h e  
c o m p e n s a t i o n  t h a t  w i l l  be p a i d  t o  **** ****   and * * *  ****  i n  
the i r  c a p a c i t i e s  a s  m i n i s t e r s  and  o f f i c e r s .  .Since y o u r  worsh ip  
s e r v i c e s  a r e  conducted  i n  t h e  home o f  **** *****  a n d  * * *  * * * * ,  
f u n d s  used  by you f o r  t h e  upkeep  and main tenance  o f  t h e  f a c i l i t y  
w i l l  b e n e f i t  t h e s e  i n d i v i d u a l s  i n  t h e i r  p e r s o n a l  c a p a c i t y .  
A l t h o u g h  some of y o u r  a c t i v i t i e s  a r e  r e l i g i o u s  and e d u c a t i o n a l ,  
it a p p e a r s  t h a t  you a r e  o p e r a t e d ,  i n  p a r t ,  f o r  t h e  p r i v a t e  
b e n e f i t  of y o u r  d i r e c t o r s .  I n  a d d i t i o n ,  s i n c e  many o f  y o u r  
a c t i v i t i e s  a re  c o n d u c t e d  f o r  t h e  pu rposes  of  d e r i v i n g  a  p r o f i t ,  
y o u  a r e  o p e r a t i n g  i n  a mariner s i m i l a r  t o  o r g a n i z a t i o n s  o p e r a t e d  
fo r  p r o f  it. Under t h e  c i r c u m s t a n c e s  i n d i c a t e d  a b o v e ,  you do n o t  
a p p e a r  t o  be a p e r a t e d  w e x c l u s i v e l y ~  f o r  exempt p u r p o s e s  w i t h i n  
t h e  meaning  o f  s e c t i o n  1 .501  (c) ( 3 )  -1 ( d )  (1) (i i)  of t h e  
r e g u l a t i o n s .  Accord ing ly ;  w e  have  conc luded  t h a t  you  d o  n o t  
q u a l i f y  f o r  exempt ion  f rom F e d e r a l  income t a x  under  s e c t i o n  
5 6 1 ( c )  ( 3 )  o f  t h e  Code a n d  you are r e q u i r e d  t o  f i l e  F e d e r a l  income 
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tax r e t u r n s .  Con t r i bu t i ons  t o  you are n o t  d e d u c t i b l e  under  
s e c t i o n  170 of t h e  Code. 

You h a v e  the  r i g h t  t o  p r o t e s t  t h i s  r u l i n g  i f  you believe 
that it is i n c o r r e c t .  To p r o t e s t ,  you s h o u l d  submi t  a  s t a t e m e n t  
o f  you r  views,  w i t h  a  f u l l  exp l ana t i on  o f  your  r e a son inu .  T h i s  
s t a t e m e n t  musr be submi t ted  w i t h i n  30 days  o f  t h e  d a t e  of t h i s  
l e t t e r  and m u s t  be s igned  by one of your  o f f i c e r s .  You a l s o  have 
a  r i g h t  t o  a  confe rence  i n  t h i s  o f f i c e  a f t e r  your  s t a t emen t  is 
s u b m i t t e d .  I f  you want a  con fe r ence ,  you must r e q u e s t  it when 
you f i l e  your p r o t e s t  s t a t emen t .  I f  you a r e  t o  be r e p r e s e n t e d  by 
someone  who is n o t  one of  you r  o f f i c e r s ,  he / she  mus t  f i l e  a  
p r o p e r  power o f  a t t o r n e y  and o therwise  q u a l i f y  u n d e r  o u r  
Con fe r ence  a n d  Practice Requirements.  

I f  you dc n o t  p r o t e s t  t h i s  proposed r u l i n g  i n  a  t i m e l y  
manner ,  it w i l l  be cons ide r ed  by t h e  I n t e r n a l  Revenue S e r v i c e  as 
a f a i l u r e  t o  e x h a u s t  a v a i l a b l e  a d m i n i s t r a t i v e  remedies.  S e c t i o n  
7 4 2 8  (b )  ( 2 )  o f  t h e  Code p r o v i d e s ,  i n  p a r t ,  t h a t  a  d e c l a r a t o r y  
j udgmen t  or decree under t h i s  s e c t i o n  s h a l l  no t  b e  i s s u e d  i n  any  
p r o c e e d i n g  u n l e s s  t h e  Uni ted  S t a t e s  Tax Cour t ,  t h e  United S t a t e s  
Court of Federa l  Claims o r  t h e  Dis t r ic t  Cou r t  of t h e  Uni ted 
S t a t e s  for t h e  D i s t r i c t  of  Columbia de t e rmines  t h a t  t h e  
o r g a n i z a t i o n  invo lved  ha s  exhaus ted  a d m i n i s t r a t i v e  remedies 
a v a i l a b l e  t o  it wi th in  t h e  I n t e r n a l  Revenue S e r v i c e .  

If we d o  no t  hear  f r ~ m  you w i t h i n  30 days ,  t h i s  r u l i n g  w i l l  
become f i n a l  and cop i e s  w i l l  be fc-warded t o  your key D i s t r i c t  
Director.  T h e r e a f t e r ,  i f  you have any q u e s t i o n s  a b o u t  you r  
f e d e r a l  income t a x  s t a t u s ,  i n c l u d i n g  q u e s t i o n s  conce rn ing  
r e p o r t i n g  requ i rements ,  p l e a s e  c o n t a c t  your  key D i s t r i c t  
D i r e c t o r .  

S i n c e r e l y ,  

****** * * * * * * * * *  
Chie f ,  Exempt O r g a n i z a t i o n s  
Rul ings  Branch 1 

cc: *******  ** *******  
******* * * * * * *******  
* * * * * * *  * * * *  ******** 

cc: ******* *  ******* 
*******  * * * *  *********  ** ******   
* * * * * * *  * * * * *** ******


